
Rocky start to 2023 as Welsh
business  activity  contracts
faster than UK average
Business activity in Wales contracted quicker than the UK
average last month as output and new orders fell. However,
business confidence reached a six-month high.

The latest PMI data from NatWest Bank saw business activity
fall at the start of 2023 as inflation continued to impact
demand  and  customer  spending.  The  Wales  Business  Activity
Index  –  which  measures  the  month-on-month  change  in  the
combined output of the manufacturing and service sectors –
registered 47.7 in January, down from 52.0 in December.

Anything below 50 denotes contraction. This contraction was
the  fastest  since  last  September  and  quicker  than  the  UK
average.

Read more: The couple who risked all to open a craft beer bar
in the pandemic

New orders received by Welsh private sector companies fell
again last month – the fastest decrease since October 2022 and
sharper than the UK average. Firms said this was due to weak
demand conditions in domestic and external markets as well as
customer  reducing  spending  due  to  severe  inflationary
pressures.

Business  confidence  was  the  highest  since  July  2022  as
optimistic firms cited investment in new product launches and
increased marketing, as well as aspirations to acquire new
clients.

However,  Welsh  companies  were  hesitant  in  their  hiring
decisions with some cutting employment for the first time
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since April 2021, albeit marginally. The fall in workforce
numbers  was  attributed  to  lower  business  requirements
following  a  drop  in  new  orders.

The level of outstanding business at Welsh private sector
firms fell again at the start of 2023 – the sharpest fall
since  July  2020.  Easing  demand  pressures  from  new  orders
reportedly allowed firms to work through their backlogs.

Sign  up  to  the  BusinessLive  Wales
newsletter and follow us on LinkedIn

As well as an in-depth early morning newsletter, we will be
sending out regular breaking news email alerts. To sign up to
this service CLICK HERE

LinkedIn

And, follow us on LinkedIn to catch the latest stories and to
network with the Welsh business community.

While  operating  expenses  increased  at  a  marked  pace  in
January, the rate of cost inflation lost momentum. Higher cost
burdens  were  attributed  to  higher  wage  bills,  alongside
greater material, energy and utility costs.

NatWest ecosystem manager for Wales Gemma Casey said: “Welsh
firms signalled a return to contraction territory for output
and new business in January, as 2023 got off to a rocky start.
Pressure on customer spending from high inflation stymied new
sales and indicated a turnaround from that seen at the end of
last  year.  Although  cost  pressures  softened  again  in  the
month, firms sought to recoup additional expenses through a
sharper rise in selling prices. In fact, output charges rose
at the steepest rate across the UK.

“Despite business confidence picking up to a six-month high,
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Welsh  companies  were  hesitant  in  their  hiring  decisions,
contributing to a renewed fall in employment. The drop was the
first  for  21  months,  with  reduced  new  orders  reportedly
leading to ample capacity to process incoming work.”

Read more:

Audio production firm wins contract to produce BBC Radio
2 Early Breakfast Show
Adra to build 900 new homes for North Wales by 2025
following £40m loan

Welsh cyber security firm Hut Six in six-figure equity
boost

Welsh university research projects face ‘urgent cliff
edge’ over end of EU funds

Freeport status should go to more than one port in Wales
say Welsh Tories
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